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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: December 31, 2015 
  
APPLICANT: Reeves Eye Surgery Center 
 2328 Knob Creek Road, Suite 500 
 Johnson City, Tennessee 37604 
  
 CN1510-046 
  
CONTACT PERSON: John Wellborn 
 Development Support Group 

4219 Hillsboro Road, Suite 210 
Nashville, Tennessee 37215 

  
COST: $175,881 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
Reeves Eye Surgery Center, LLC, located at 2328 Knob Creek Road, Suite 500, Johnson City, 
Tennessee 37604, seeks Certificate of Need approval to initiate pain management surgical services 
in its existing facility. 
 
The applicant facility is licensed by the Tennessee Department of Health, Board for Licensing 
Healthcare Facilities, as a single-specialty ambulatory surgical treatment center limited to 
ophthalmology.  The facility has one operating room and one laser procedure room,  The project 
does not require construction, does not add surgical capacity, and does not contain major medical 
equipment or initiate or discontinue any health service other than pain management.  
 
The applicant facility is wholly owned by the Reeves Eye Surgery Center, LLC, whose only member 
(owner) IS Dr. Reeves.  Dr. Reeves does not own any interest in any other licensed facility.  This 
project will not change the current facility ownership or the membership interest in the owning 
LLC. 
 
The total project cost is $175,500 and will be funded through a commercial loan as document in a 
letter from First Citizens Bank located in Attachment C, Economic Feasibility-2. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
 
NEED: 
The applicant’s service area includes Carter, Green, Hawkins, Sullivan, Washington counties in 
Tennessee, and Wise County in Virginia.  The 2016-2020 population projections for the counties in 
Tennessee are as follows: 
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 2016 
Population 

2020 
Population 

% of 
Increase/ 
(Decrease) 

Carter 58,139 58,375 0.4% 
Greene 72,512 74,656 3.0% 
Hawkins 58,771 59,784 1.7% 
Sullivan 158,938 159,749 0.5% 
Washington 133,817 140,905 5.3% 

Total 482,177 493,469 2.3% 
                  Tennessee Population Projections 2000-2020, June 2010 Revision, Tennessee 
                  Department of Health, Division of Health Statistics 
 
The Reeves Eye Surgery Center is a single-specialty ophthalmology ambulatory surgical treatment 
center (ASTC).  The ASTC serves only the patients of Dr. Donny Reeves, an established 
ophthalmologist in the Tri-Cities area.  The ASTC opened in 2014 pursuant to CN1510-046.  Dr. 
Reeves provides ophthalmology services to adults and also is a major provider of pediatric 
ophthalmology services to TennCare children.  In addition, he takes emergency room calls at 
Niswonger Children’s Hospital in Johnson City. 
 
The Reeve’s ASTC has one operating room that is used for ophthalmology cases only part of the 
week, because the other days the Dr. is seeing patients in his office.  The applicant seeks approval 
for Dr. Reeves’ ASTC to use its operating room for pain management cases not requiring general 
anesthesia, on days when it is not being used for eye surgery cases.  In order to add pain 
management as a service, a C-arm fluoroscopic unit with related shielding, and an operating room 
table for use with the C-arm, and a radiofrequency generator will be added. 
 
The facility’s single operating room is currently only used two days a week.  The facility proposes 
to grant surgical privileges only to Board-certified physicians qualified to perform pain 
management.  The physician seeking privileges is Dr. Wayne Woodbury, a Board-certified Physical 
Medicine and Rehabilitation specialist.  Dr. Woodbury is the pain management specialist in the 
region’s largest neurosurgery group, East Tennessee Brain and Spine, which has offices in Johnson 
City and Kingsport.  Dr. Woodbury’s resume is provided in Attachment C, Need-1.A.3. 
 
This project does not involve any change in ownership interests. 
 
According to the applicant, this project is needed because it will a) improve utilization of surgical 
room capacity already in place, b) enhance the financial feasibility of an established surgical 
facility, and c) reduce losses being incurred by a large neurosurgical medical practice in performing 
these under-reimbursed surgeries in the practice office. 
 
The applicant states that because the project is moving cases from a physician group practice 
office into a licensed facility, the project cannot adversely impact any other existing facility.  
Additionally, it will not adversely impact payors, because if Reeves facility is not approve to accept 
these cases, they will simply be moved to some other surgery facility that is already approved for 
pain management or multi-specialty cases, where payors will be paying the same reimbursement 
they would have to the Reeves facility. 
 
The applicant facility believes the inevitable relocation of certain types of pain management 
procedures out of the physician practice offices into licensed facilities and the improved annual 
utilization for the existing operating room at Reeves Eye Surgery Center are consistent with the 
State Health Plan’s objective of high efficiency use of existing surgical capacity. 
 
For many pain management procedures, the increasing cost of providing them at a practice office 
is no longer fully offset by the reimbursement.  Many pain management physicians have already 
moved such procedures out of their practice offices into a licensed surgical facility.  These centers 
(ASTCs) are willing to accept these cases because the facility fee received will typically cover the 
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costs and provide a small operating margin.  Seven area surgery centers where pain management 
is performed provided 6,634 cases in 2014. 
 
Dr. Woodbury has begun moving some of these cases to other area surgery centers that are 
already authorized for pain management.  Dr. Woodbury would like to be able to utilize Dr. Reeve’s 
surgery center because of its availability three days per week and because of its location. 
 
For Reeves Eye Surgery Center there is the clear benefit of increased utilization of the existing 
surgical capacity. 
 
TENNCARE/MEDICARE ACCESS: 
Reeves Eye Surgery Center participated in the Medicare and TennCare/Medicaid programs.  The 
applicant contracts with TennCare MCOs AmeriGroup, BlueCare, United Healthcare Community 
Plan and TennCare Select. 
 
The applicant projects year one Medicare revenues of $3,438,358 or 35.76% of total gross 
revenues and TennCare/Medicaid revenues of $1,278,808 or 13.30% of total gross revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located on page 27 of the application.  

The total project cost is $175,881. 
 

Historical Data Chart: The Historical Data Chart is located on page 30 of the application.  
The applicant reported 389 and 962 cases in 2014 and 2015 with net operating revenues of 
($351,209) and ($51,211), each year, respectively. 

 
Projected Data Chart: The Projected Data Chart is located on page 33 of the application.  
The applicant project 1,787 and 1,812 ophthalmic and pain management cases in years one 
and two with net operating revenues of $62,437 and $68,776 each year, respectively. 

 
The applicant provided the average charges, deductions, net charge, and net operating income 
below. 
 

 CY2017 CY2018 

Cases 1,787 1,812 

Average Gross Charge Per Case $5,381 $5,388 

Average Deduction Per Case $4,737 $4,744 

Average Net Charge $644 $644 

Average Net Charge Per Case $75 $77 

 
The applicant compares charges with service area facilities on page 36 of the application. 
 
The applicant found no alternative to this proposed project. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The applicant has transfer agreements with the Franklin Woods Hospital in Johnson City. 
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The applicant reports this project is unusual in that it has no negative impact on other providers or 
payor in the health care system.  The project offers the use of available surgery center operating 
room time to a pain management physician who is going to move a certain bloc of his cases out of 
the practice office into a local surgery center due to the practice losing money on the cases due to 
expenses that exceed reimbursement in an office setting. 
 
The physician practice is doing what others are doing and have done.  There is no financial gain to 
the physician in relocating the cases to Reeves Eye Surgery Center, because he has no ownership 
in Dr. Reeves’ facility.  However, this project will be very helpful in that it will the significant 
increase its cases and modestly increase its financial feasibility. 
 
The use of a C-arm for pain management will require the employment of a full time radiologic 
technician.  The full staffing for this project is 4.79 FTE and is illustrated on page 44 of the 
application. 
 
Reeves Eye Surgery Center is licensed by the Tennessee Department of Health, Board for Licensing 
Healthcare Facilities and accredited by The Joint Commission. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

AMBULATORY SURGICAL TREATMENT CENTERS 
 

Determination of Need 
 

1. Need. The minimum numbers of 884 Cases per Operating Room and 1,867 Cases per 
Procedure Room are to be considered as baseline numbers for purposes of determining 
Need.  An applicant should demonstrate the ability to perform a minimum of 884 Cases per 
Operating Room and/or 1,867 Cases per Procedure Room per year, except that an 
applicant may provide information on its projected case types and its assumptions of 
estimated average time and clean up and preparation time per Case if this information 
differs significantly from the above-stated assumptions. It is recognized that an ASTC may 
provide a variety of services/Cases and that as a result the estimated average time and 
clean up and preparation time for such services/Cases may not meet the minimum 
numbers set forth herein. It is also recognized that an applicant applying for an ASTC 
Operating Room(s) may apply for a Procedure Room, although the anticipated utilization of 
that Procedure Room may not meet the base guidelines contained here.  Specific 
reasoning and explanation for the inclusion in a CON application of such a Procedure Room 
must be provided. An applicant that desires to limit its Cases to specific type or types 
should apply for a Specialty ASTC. 

 
The applicant projects 1,787 cases in year one and 1,812 cases in years one and two of 
the project. 
 

2. Need and Economic Efficiencies. An applicant must estimate the projected surgical 
hours to be utilized per year for two years based on the types of surgeries to be 
performed, including the preparation time between surgeries. Detailed support for 
estimates must be provided. 
 
The applicant provided a time analysis indicating 25.2% utilization. 
 

3. Need; Economic Efficiencies; Access. To determine current utilization and need, an 
applicant should take into account both the availability and utilization of either:  all existing 
outpatient Operating Rooms and Procedure Rooms in a Service Area, including physician 
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office based surgery rooms (when those data are officially reported and available) OR, all 
existing comparable outpatient Operating Rooms and Procedure Rooms based on the type 
of Cases to be performed. Additionally, applications should provide similar information on 
the availability of nearby out-of-state existing outpatient Operating Rooms and Procedure 
Rooms, if that data are available, and provide the source of that data. Unstaffed dedicated 
outpatient Operating Rooms and unstaffed dedicated outpatient Procedure Rooms are 
considered available for ambulatory surgery and are to be included in the inventory and in 
the measure of capacity. 

 
The applicant has no access to the schedules of other surgery centers but doubts other 
facilities have a three day block of time available each week. 
 
There are no known out of state or unstaffed O.R.’s known to the applicant.  
 

4. Need and Economic Efficiencies. An applicant must document the potential impact that 
the proposed new ASTC would have upon the existing service providers and their referral 
patterns. A CON application to establish an ASTC or to expand existing services of an ASTC 
should not be approved unless the existing ambulatory surgical services that provide 
comparable services regarding the types of Cases performed, if those services are known 
and relevant, within the applicant’s proposed Service Area or within the applicant’s facility 
are demonstrated to be currently utilized at 70% or above. 

 
There will be no impact on other service area providers. 
 

 
Two of the eight surgery centers who performed pain management services in the primary 
service area exceeded 70% utilization in 2014, as defined by The State health Plan 
standard of 884 cases per surgical room.  See Table Five, page 23 of the application.  The 
same table shows the area average for these facilities was 575 cases per room which is 
53.4% occupancy under The State Health Plan. 
 
 

 
8. Access and Economic Efficiencies. An application to establish an ambulatory 
surgical treatment center or to expand existing services of an ambulatory surgical 
treatment center must project patient utilization for each of the first eight quarters 
following completion of the project. All assumptions, including the specific methodology by 
which utilization is projected, must be clearly stated. 
 

Year One Ophthalmology Pain Management Total Cases 
Q1 305 141 446 
Q2 305 142 447 
Q3 305 142 447 
Q4 305 142 447 

Total 1,220 567 1,787 
Q1 311 141 452 
Q2 311 142 453 
Q3 311 142 453 
Q4 312 142 453 

Total 1,245 567 1,872 
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9. Patient Safety and Quality of Care; Health Care Workforce. 
a. An applicant should be or agree to become accredited by any accrediting organization 
approved by the Centers for Medicare and Medicaid Services, such as the Joint 
Commission, the Accreditation Association of Ambulatory Health Care, the American 
Association for Accreditation of Ambulatory Surgical Facilities, or other nationally 
recognized accrediting organization. 
 
The applicant is already Joint Commission certified. 
 
b. An applicant should estimate the number of physicians by specialty that are expected to 
utilize the facility and the criteria to be used by the facility in extending surgical and 
anesthesia privileges to medical personnel. An applicant should provide documentation on 
the availability of appropriate and qualified staff that will provide ancillary support services, 
whether on- or off-site. 
 
Dr. Woodbury will be admitted to the medical staff after demonstrating to the satisfaction 
of the ASTC’s governing board that he has the appropriate credentials. 
 
11. Access to ASTCs. In light of Rule 0720-11.01, this lists the factors concerning need 
on which an application may be evaluated, and Principle No. 2 in the State Health Plan, 
“Every citizen should have reasonable access to health care,” the HSDA may decide to give 
special consideration to an applicant: 
 
a. Who is offering the service in a medically underserved area as designated by the United 
States Health Resources and Services Administration. 
 
This is not a Medically Underserved Area. 
 
c. Who provides a written commitment of intention to contract with at least one TennCare  
MCO and, if providing adult services, to participate in the Medicare program; or 
The applicant is contracted will all TennCare area MCOs and with Medicare.  Dr. Woodbury 
is also contracted. 


